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25 September 1974 


MEMORANDUM FOR THE RECORD 


SUBJECT: DCI Congressional Briefing -- The Oil 


Situation : 
no The attached briefing was requested by 25X1_ 
anny uct H 
we of the DCi's Briefing Staff. It was prepared by 25X1 


recuestor 25 September 1974. 


ot ey [ot this Branch and forwarded to the 
“25K 


Attachment: 
as stated. 


Distribution: $-6503 


(25 Sept 74) 
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25 September 1974 


BACKUP FOR DCI CONGRESSIONAL, BRIEFING 


THE OIL SITUATION 
EL LUN 


I. Despite sagging demand for crude oil the OPEC 


| 
nations have boosted oil prices. ; 
: As OPEC oil ministers froze posted prices but i 
raised taxes paid by che International Oil i: 
Companies. . : 
1. Depending on how each OPEC country a 
implements the tax increase, the average i‘ 
i 


cost of oil to the companies will rise 
by 40 to 50 cents a barrel. 

2. OPEC ministers tried to convince consumers 
that the increase should come out of oil 
“company profits and not result in higher 
prices to consumers. | 

3. Itis doubtful, however, that the companies 


will absorb much of this increase, 


B. Saudi Arabia refused to go along with the OPEC 
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C. Oil consumers import bills will probably rise 
by between $4.4 billion and $5.5 billion 
annually as a result of ‘this OPEC action. 

1. This comes on top of OPEC's other price 
hikes over the past year. 
The latest increase will boost US ‘oil 
import costs by $900 million to $1.1 


billion annually. 


Japan is the next hardest hit, with a rise 


of $800 million to $1 billion. 
Most major West European nations face 
rises of $300 to $600 million. 


The Free World consuming countries! Oil import 
ceil bill is expected to reach $120 billion this year 
. compared to S45 billion last year, ‘ 
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D. Further price increases are likely next year. 
l. The OPEC ministers decides to link oil 
prices to inflation beginning in 
: January. 

2. This could result in:a rise of 12 - 15% 
in oil prices over the course of next 
year. 

3. This action would preclude any eaeine 
of the burden of high oil prices a6 a 

: result of continuing world inflation. 

As yo . bs Individual OPEC country production cutbacks have 
ee ‘ eliminated much of the world oil surplus that was 
putting downward pressure on prices earlier this 

summer. 
A. Nearly all of the cutbacks have occurred as a 
i . . result of reduced company purchases of high 
i - priced participation oil (oil owned by the 
; producing government). ‘Rather than reduce 
prices the countries cut output. 


1. Kuwait, Libya, and Venezuela have absorbed 
the brunt of the cutback so far. 
_2. Most other OPEC nations have absorbed at 


least token cuts in production. 


F 
{ me: ° * 
aa Wrtedi ree 
OIL-3 
ot ; 
' 


Approved For Release 2005/12/14 : CIA-RDP85T00875R001900030111-2 © 


’ 


besten aD 


Ne DEA WP RTA he wet yen 
a aaa ts SEN 


+ eee Ree Ra eR RRR ee a TES UP Aas petnp o ee iene wes sere 
"ig 


paedingtneesannansineseedlhncnnaent ee 


a re eee eS 


MIR Sa Ue ene 


re et. 


: | es 


. ; X 
ts PER May OR Ten Ty « 


Bea ee RTT TCP eT eT NETS a ef HN a ga 
Beal re Se arate cewen nh 


’ = vate 
- os TRL HU AA ROTA RTECS CME UCN CTP EMTS er ene ea eT 
sas i ita a eS EERE ID eee TRENT titi a) Li ait a ld ee 4 fia 


‘ 


Approved For Release 2005/12/14 : CIA-RDP85T00875R001900030111-2 


es SECHET 
| 
4 
3. Saudi Arabia's output fell substantially 
in August, but has since recovered. 
B. The OPEC ministers decided that future production. | 
cuts would be national decisions. i 
1. They failed to agree on a scheme to ; 
allocate future cuts in production, but : 
did agree to study it in preparation for : 
their December meeting. : 
2. Iran in particular Opposed any scheme i : 
that could obligate tete reduce output. i 
3. Several members indicated they would cut { 
further if necessary, but most probably | 
anticipate that rising winter fuel demand 
i 


will solve the problem. 
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III. Although there is no relief in sight with regard 
to prices, supplies of oil appear. ample for the 
upcoming winter. 

A. Oil stocks are now at record levels in most 
consuming countries, _ 
1. It is unlikely that shortages’ of oil 


products will occur this winter. 


2. Gasoline and fuel oil stocks are high 


in all major consuming countries, 
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